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RECEIVED
FEB 221995Mr. William F. Caton
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EX PARTE

RE: PR Docket No. 94-105; Petition of the People of the State of California
and the Public Utilities Commission of the State of California to Retain
Regulatory Authority Over Intrastate Cellular Service Rates

Dear Mr. Caton:

On Wednesday, February 22,1995, Sam Ginn, Chairman and CEO of AirTouch Communications and
I met with Commissioner Susan Ness and David Siddall, Legal Advisor to Commissioner Ness. We
provided the attached information. Please associate this material with the above-referenced
proceeding.

Two copies of this notice are being submitted to the Secretary in accordance with Section
1. 1206(a)(l) ofthe Commission's Rules.

Please stamp and return the provided copy to confirm your receipt. Please contact me at 202-293­
4955 should you have any questions or require additional information concerning this matter.

Sincerely,

Attachment

cc: Commissioner Ness
David Siddall
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STATE'S BURDEN OF PROOF

• Congress and this Commission detennined that FCC has sole jurisdiction over rates and
entry regulation for cellular carriers.

, If FCC jurisdiction is the nonn, then a state must prove that conditions are sufficiently ,
different from nonn to warrant state regulatory intervention; must show prices and rates are
likely to be unjust and unreasonable.

, The Commission should expect states to demonstrate that marketplace has failed and that
reasonable rates cannot be achieved through competitive forces.

, Tp make this showing CPUC must demonstrate that competition among CMRS operators is
less active in California as compared to other states or that conditions in California will
stifle competition from new entrants or that CPUC regulation has been so successful that
cellular rates are among lowest in country.
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THE CPUC PETITION

, CPUC's petition for continued regulatory authority does not satisfy its required burden or
proof.

, CPUC has failed to distinguish circumstances in California from rest of nation where
Congress and this Commission have decided to forebear from tariff requirements for CMRS
providers.

, CPUC has Qot demonstrated a failure of the marketplace because rates in California have
actually declined.

, There are more competitors in California than in any other state as is evident from Nextel's
statement that it chose California as its first market to enter because it "is perhaps the most
competitive market in the country."

t CPUC has outlined many problems with cellular industry during its ten year regulatory
tenure, but offers no ideas on how its continued regulation will improve environment.
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CPUC REGULATION HARMS CONSUMERS

, ECPPQmic analysis provided by AirTouch demonstrates that in the top ten MSA's average
cellular rates for typical customers are always higher in states that regulate rates.

, In Massachusetts, where cellular rate regulation was discontinued in July 1994, rates have
already decreased by about 12%.

t California regQlation prevents AirTouch from responding rapidly to the market by lowering
rates because regulatory restrictions prevent carriers from having the ability to increase rates
at a later date if necessary.

, Effectiveness pf rate reductions also limited by the notice requirements and by objections
filed by reseller competitors.

, The ~ost of ~e tariff filing process combined with the mandated reseller margin also
inhibits ability of California carriers to reduce rates for consumers.

tqalCPUCPIlE
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YOLI hC~1rL1 right. Free cdlllLJr long distance calls for an

entire }'t'.lr - through the elld of 1995. Only from

Air'llilich Cellular. You pay only local airtime charges.'

811l wait, yOIl haven't heard the half of it.

This exceptional tlil'

phone by Motorola also

has the AirIllllch Starter

Call 1-800-AIRTOUCII, Ext. 32

'10 order your phone and to sign ul' ti,r free long distance, call

Phlll i
,\1 going ti,r il. \Vhich

mcans, mOlllhly service ­

including 20 lIlinl1tc~ of cellular airtime - is less than $1 a day.'

1-800-AlRTOLTCl f, Fxt. 32.

All things considered .. the phone, the price and the "

free long distance service - this is olle holiday gift A I R T0 U ( H

that's hound to keep everyhody talkjng. CdIII Iar

·_-- --'-- .~-------

'}he AirTouch flip phone by Motorola, only

$141) ,lfter $25 rebate,' has something that's

guaranteed to keep you talking - Free long

distance calls for an entire year.

Jllst choose Ai.:lillich (:c1ll1lar as YOllr

long distance provider, and all your long

distance calls to anywhere in the

United States arc free.
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"" . It's your choice. Adouble-decaf laLle, or an

'\ Airluuch phone in your pocket.

CalIl-800-AHnUlJClI, Ex!. ij5. And flUI a

: phonc in your IXlCket for pocket change.

j.t(rii

j ,~, Aiililllch 5larlCr Kil - two new

: WJ}~ t\iffillich Cellular is making cellular semce
I'·

more affordable.

For a limited time, when you choose AJilouch

as your long distancc provider, your cellular long

distance calls to anywhere in the U.S. are free for

,an entire year- through the end of 1995r

Free long

distance and

Immdudng the AirTouch Starter Kit:" Get the phone, die: se:rvice
and 20 minutes of l'eUular ainime a month - all fur only $J.l2 ada)'.

.............~ ...~ •• • nO' ! .~f:r..u1')"'· 'Xl;;," id. t- ....fj'.ttr'

Acappuccino. Alo;)d ofhlUndry. A candy bar.

The spare change you spend every day

could be paying for an Aiilouch Cellular phone

and service.

For just $1.22 a day, you get the phone,

the service and 20 minutes ofcellular airtime

a month at no elCtra charge.' We call it the

AirTouch Starter Kit, and it wmes with thc

newest portable phone model just introduced

by t\udiovox. This phone has all the features

you could ever ask for.

Just call I-llOO-AIRTOUCH, Ext. 85,

to get the new AirToueh Starter Kit.

1-800-AIRTOUCH, Ext. 85

Only $1.22 ADay For The Phone, The Service And 20 Minutes AMonth.
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Call 1-800-AJRTODCH, Ext, 86

Free Cellular
Now 'You Can Call Free.-From Sea 111 Shining Sea.

Here's the good news: Aiifouch Cdlular is

now a cdlu/ar long distance provider, That

means one simple monthly bill with all your

cellular charges on it, Hc::rc::'s the better news:

Now you can get FREE long distance caDs
fur one whole year!

Just choose AirTollch Cdlllhlr as your long

distance providet, and your cellular long

distance calls to anywhere in the United Statcs

are free lOr an entire year-thO/ugh the end

of l2H. You pay only local airtime charges.'

lbesc:: are cellular long distancc ellis yOll

can make to anywhc::rc:: in the United States

(including Alaska and Hawaii),

IfY/J/I '1'I,"Jm,,~y 111/ • Ii/1M/tV
fIIJtlllnt'T, ....... way 'II' )'UU IU !I'" lift .-dlll'"

Innr diofantt scmcc ;. h. fiD IIUl and "'hlOl Ill<: Airm.k'h
Cdlub, Inns Di.ta...... B.I~K, .,Ilk-h )....·11 ""'" Il<:

rt:\mililC ill ~'OIJr lII;1ilho.:.

Long Distance

--.t:- - ~

, ',,' """'~',,'u",, PO,_, ,~,~~,,,~,,,'~,".,

Only From AirTou~~,",~'
,·t ,'~';~1
'\l(;~~,;~~

.f\ . '- _.~

And why nOI nuke ailihose !i-ee long JiswlIx ;~:

calls on a new cellnlar phone? Right now, you can

get a hrand-new AidiJUch IXJrlahle phone and
AirTrl\lch service -- including 20 minlltes ofcellnbr

airtime a month .11

no c::xrra charge - for

just $1.20 a day.' It's

Ihe new Aiduuch

Starter Kir.'" And il\

available OII!Y from

Air1imch Cd/lllar,
Free long distance JIIt/Il/ ItI"~ Ih... /fITr)f/(J, St.n1" A:,f. (,'d tbt'

J I A' or. h ph.o"r,tbtfN7.'It-~1tI1t12~),n.mllln~j·tlllllrlr
anll lIe IflOlle nnt'''''''lHmlh-nUfi;I'um,SL2nduy,

Starter Kit '- two new W.IYS Ai I' limch is making cdlu

lar service wore affordahlc,

To get your AirIulIch Starter NI ,Inl! sign lip tor he
ceUular long dist,mcc::, caU !-H(XI AIRH)( JCI r, Ext, Rh,,

A'RToUCH
Cdlubr

t
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Here's something handy that'll fit in your pocket-$100. Which is a nice and easy way of getting

aCQuainted with AirTouch Cellular. Just sign up as a new customer by July 31st. and we'll give you a
hundred bucks of free calls. And that's not spread over a year or two. either. It's a credit of $100 we'll
apply to your very first bill. You'll be making free calls any day, any time. anywhere you want. So now
you really only have to think about one thing-who are you going to call first? May we suggest...us?
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Sipup Oaober 8dI·ISdI.,d jIIlU cmliecl free 10 m.IIraIk. For he. Beaa_ weUIJiw jIIlU up 10

-lOO IIIiautIllI ci free oin:ime. Up ttl 100 minula a rnondI.-r die nat fi:lur IIIODIN ttl be eaa.
.\IId unlike some COIIIJWIies, we're gMnsjlllU dH:;_miJluleI)'OU.. for he. Plus, we'll even

wane die 550 CllIlIIOCt hoe. So hurry 10 sill" up at IllyAir10udt IUlI'e, aUIbariIBIIfl"llt or aU
1-8OO-AIR1UUCH andDrt1I1king. Once the shock"''elInalL

j:~n.,..-.-... ...,... ~ .... _-- -_._- -- --
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REM E M BE R H OW, in the old "Lassie"" movies,

somebody would be in trouble or need help and Lassie some­

how always happened to be nearby and the person would say,

"Lassie, go tell the Sheriff that a tree fell on me," and

Lassie would run off and deliver the message? It's too bad we

all can't walk around with Lassies, because the world would

be a better place. But there is another way to tell people we're

in a tight spot. Now, we know a cellular phone is no substitute

for a collie with an I.Q. of 120, but at least you'll always feel

safe and secure knowing that you can call people and get help

if you have a flat tire, or your car breaks down, or a tree

falls on you. This cellular phone here $75
is just $75, and if you sign up with .::::..~

M-...f/i,fI­
AirTouch now, we'll also give you $75 DPCm.

of free calls:'· Who knows? Maybe $75
Free

sometimes, just for kicks, you can Calls

call your dog to say hi when you're~
AllTo u c H~

working late. He worries about you. Cellular

1-800~AIRTOUCH
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Ihe _s to S'!(II up fur AirlUudt Cellula. servICe are endl•. II'JllO lI10lmlle you even IDOR. we're ~.
gmIII ~"OU5Dl of &ee oinime. So now you can enpoy our l<mfic ""11........moe while """Ie~ IrOUIId ,. ""

<own fnr Me. S"'I' I~ .........1iu:hCcIIuIa score. lID outborizod"'l or C1111-llOO-AIRTOUCH li.r demoIs. •
lIur huny. An oller thIS enaClD! won'r be dangling In ITonl of your nose for Ion!. A I RT 0 U C H
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IfCOnvenltlOll auly II an lilt fOl1ll, "'" ha..,. rate plan that~ dfrine impinDon. ""nen!"" siS" up DOW for AirThuch Cellular
se~ce,we'l18M you the freedom to really expreos younelf with up to 40 minutes of free ainImc. Every month. Sign up right
no., and we'll abo....m the S50 activanon fee. Plus you can save 0\'0l\ men money. boca.... AirTouc:h ll"'"S you long distance

~'1' caIIo for ,ust 10 cco.. a lIW1ute. It~ all part of our ""'. low monthly rate plan that used to be offered
lUSt to corporanons. But i. now available to you. For dcails, call 1-800-AIRTOUCH or an
authorized agent. Who Itnows/TIlis could be the sart of a conversational muterpiece.
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•
FlEE PHoNE. No SNOW•

11IiIa-ofyear, you mipt be buried widl cellular phone dala. BlIt AirToucn CcIluJ.r is olNriar
one tiIH)'DlI an bcIic\oe in. Sipup 60rAir10udt CeO......scmceand we'D 1Myou I ~-lbe-Iine

NEe plIUbIe, batrOl'mobiJe phone. A..~ lin. _'II oJoo ...... IbeSSOCllllMCl: Cee.J-......
by.AirThuc:h CeO_-.visit In IllIhorized lpat, orcall1-800-AIRTOUCH for del:lils.

But burry, • deal this IftlIl: can't sticlr: 11'lIIII\CI1Orew=r. Offer ends Dec. j 1.
oo,w, ~_e.--_

~
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Il'~ Ihe Chrislmas gift Ihal's rcally Iw<> gilI'll) nne. Bec.:,)lbC, not ollly ,)I"e you giving snmeone a very POI~ul'lr,

very lightweight. vcry pol1Jble celluldl phulle, bUI you're dlso givillg Ihem somethlllg Ihal's very well-liked:

Money. WhC'n you buy Ihis pocket phone lor JUSI $119. alter $25 service reb.lIP; ynu also givlo' SOIIWonf' $'iO

in free cellular callsoo So you get III give sOl1leone a WP,ll gift, and yOIl gel 10 glVlo' thf'11l ,m p.lsy way 10 use

it. That's very nice of you. Maybe yllLl should gel Oil(' for yourseli. while YOLl're .11 il. That'd llo'.l/ll' be nice.

1-800-AIRTOUCH

"AIRToucw
Cclluhlf
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THE'BEST ~.
DEAL IS ONE YEAR
WHY SIGN UP FOR TWO?
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Cellular Retail Prices in California: AirTouch Cellular· Los Ang_el_e_s _

20o-Mlnute User

To1aI Bm Lower Today

'94 v. '86: 35%

'94 v. '90: 23%

#Access includes 170 minutes of usage

Total Bill
Monthly Access

Peak Usage (80%)

1994#1990*

$180.00

$160.00

$140.00

$120.00

$100.00

$80.00

$60.00

$40.00

$20.00

$0.00 "1'"-~:::--""~~~~!!!:"'-

"Adjusted for Inftation

10o-Mlnute User

•Adjusted for Inftation

$120.00

$100.00

$80.00

$60.00

$40.00

$20.00

1990* 1994#

Total Bm Lower Today

'94 v. '86: 35%

'94 V. '90: 20%

Total Bill
Monthly Access

Peak Usage (80%)

Off-Peak Usage (20%)

#Access includes 80 minutes of usage

1o-Minute User

'94 V. '90: 19%

Total Bm Lower Today

'94 V. '86: 35%

#Access includes 10 minutes of usage

Total Bill

Monthly Access

Peak Usage (50%)

Off-Peak Usage (50%)

1994#1990*

$45.00

$40.00

$35.00

$30.00

$25.00

$20.00

$15.00

$10.00

$5.00

$0.00 "!"'-=~~~~~--..t
*Adjusted for Inflation
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Cellular Retail Prices in California: AlrTouch Cellular - Los Angeles

200 Minute User

1986* 1990* 1994'
Off-Peak Usage (20%) $14.59 $12.27 $1.62
Peak Usage (80% $97.30 $81.82 $10.80
Monthlv Access $60.81 $51.14 $99.99
Total Bill $172.70 $145.23 $112.41

100 Minute User

1986* 1990* 1994'
Off-Peak Usage (20%) $7.30 $6.14 $1.08
Peak Usage (80% $48.65 $40.91 $7.20
Monthly Access $60.81 $51.14 $69.99
Total Bill $116.76 $98.18 $78.27

10 Minute User
1986* 1990* 1994'

Off-Peak Usage (50%) $0.54 $0.45
Peak Usage (50% $9.73 $8.18
Monthly Access $33.78 $28.41 $29.99
Total Bill $44.05 $37.05 $29.99

*Adiusted for Inflation U.S. CPI-U Index)
ItAccess includes minutes of usage

200-minute user includes 170 minutes of usage)
100-minute user includes 80 minutes of usage)
10-minute user includes 10 minutes of usaae)
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Cellular Retail Prices in California: AirTouch Cellular: Los Angeles

Inflatlon* Inflatlon*
Example: Adjusted Adjusted % Reduction
Los Angeles (AlrTouch) 1986 1990 1994 1986 Rate 1990 Rate 86-94 90-94

200 Minute User
Monthly Access $45.00 $45.00 $99.99 $60.81 $51.14 -64.43% -95.54%
Peak Usage (80%) $72.00 $72.00 $10.80 $97.30 $81.82 88.90% 86.80%
Off-Peak Usage (20%) $10.80 $10.80 $1.62 $14.59 $12.27 88.90% 86.80%

Total $127.80 $127.80 $112.41 $172.70 $145.23 1 34.91%1 22·60%1

100 Minute User
Monthly Access $45.00 $45.00 $69.99 $60.81 $51.14 35.14% -36.87%
Peak Usage (80%) $36.00 $36.00 $7.20 $48.65 $40.91 35.14% 82.40%
Off-Peak Usage (20%) $5.40 $5.40 $1.08 $7.30 $6.14 35.14% 82.40%

Total $86.40 $86.40 $78.27 $116.76 $98.18 1 35.14%~ 20.28%1

1QMinute User
Monthly Access $25.00 $25.00 $29.99 $33.78 $28.41 35.14% -5.56%
Peak Usage (50%) $7.20 $7.20 included $9.73 $8.18 35.14%
Off-Peak Usage (50%) $0.40 $0.40 included $0.54 $0.45 35.14%

Total $32.60 $32.60 $29.99 $44.05 $37.05 1 35.14%~ 19.05%1

* U.S. CPI-U Index
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The Key to Preemption: Regulation vs. Deregulation - A
Measured Impact

A recent study by Dr. Jerry Hausman, MacDonald Professor of
Economics at rvITf, demonstrates that, controlling for all other
variables:

•.. Rates in deregulated states average 5-15·percent
lower than rates in states which regulate.

Table 1: Average Cellular Prices in the Top 10 MSAs: 1994
160 Minutes of Use (80-/_ Peak)·

MU..!
1
2
3
-l
S
6
7
8
9
10

MSA Name
New York
Los Angeles
Chica,O
Philadelphia
Detroit
Dallas
Bolton
Washington. DC
Sao Francisco
Houston

Monthly Price
$110.77
S99.99
$",82
SIO.98
$66.76
S59.78
S12.16
$76.89
599.47
SIO.33

Rem\ated
YES
YES

YES

YES

The fact that regulation goes along with higher monthly service prices is evident from
Table 1. Eym realUed price in Table I is greater than evm unreal.ted price in Table
1.

•Source: Aftidavit ofProfessor Jerry A. Hausnw1, filed by AirTouch Communications in PR
Docket No. 94-105. September 19. 1994. at 4.

8



The Key to Preemption: Regulation vs. Deregulation - A.
Measured Impact

A recent study by Dr. Jerry Hausman, MacDonald Professor of
Economics at~, demonstrates that., controlling for all other
variables:

.0 Subscriber penetration is higher in comparable
markets in deregulated states (e.g., Chicago vs. New
York).

Table 2: Cellular Penetration in the Top 10 MSAs: 1994
New York is used as basis: New York = 1.0·

MiA..! MSA Name 1989 Penetration 1993 Penetration RguJated
1 New York 1.00 1.00 YES
2 1.01 Angeles I.U 1.30 YES
3 Chicago 2.04 2.92
~ Philadelphia 1.~5 1.61
S Detroit 1.72 1.7~

1\. Dallas 1.11 2.06
7 Boston 1.79 2.35 YES
8 Wubinpon 2A7 2.39
9 Sa Francisco : l.37 1.40 YES
10 Houston 1.~5 1.98

Averqc" RqWatcd 1.29 1.30 YES
Awrage Uauep!aIed 1.82 2.19

.~ Source: Aftidavit ofProfessor Jerry A HausmU1. filed by CTIA in
PRDocket No. 94-105, September 19, 1994, at 9.

9



The Key to Preemption: Regulation vs. Deregulation - .-\
Measured Impact

Compare the change in rates between a state which deregulated
pursuant to the Omnibus Budget Act, and one which seeks to
continue its authority over CMRS rates:

Decline in Rates in Unregulated State v. Regulated State

.January November Percent

.1994 1994 Chan~e

Boston Regulated Unregulated -12.41 °/0
579.91 569.99

Hartford Regulated Regulated -2.74%
593.31 590.75

It is clear that consumers are benefitting from the deregulated
market in Massachusetts.

.. Although rates may decline in states which do regulate,
rates d~line further and faster in states which do n!!!
regulate.

10


